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SUMMARY FOR THE COMMITTEE

This study is the latest of several undertaken by the Division of
Research and Statistics (DRSS) to evaluate the Education Finance
Act inflation factor. In January 1990, the Committee to Study For-

mula Funding requested that the DRSS examine the EFA factor to

determine if it continues to provide the school districts enough

meney to buy the 1975-~1976 EFA model district, and to examine why
funding under the EFA has not been adequate ta keep up with in-

creases I1n teacher salaries in the Southeast.

According to the results of this study, the most recent level of

the Base Student Cost at $1,419 per pupil for FY 89-90 was surffi~

cient to keep up with the cost of living and education wages

nationwide. Education salaries in South Carolina, however, rose

eight percent more than the cost of living through FPY 88-89. An
additional $162 per pupil would have to be added to the Base Stu-
dent Cost 1f the State wanted the EFA formula tc pay for the in-

crease In education salaries above the cost of living.

Although the Base Student Cost was less than that needed to cover

rising education salaries in South Carolina, the State paid

enough to cover the extra costs by using funds from the Educa-

tion Improvement Act Fund. The EIA Fund was not designated to be

used for basic education programs, but funds from the EIA were

used to supplement salaries in light of the EIA regquirment that



the average of teacher salaries in South Carolina match increases

in the southeastern average teacher salary. The state allocated

$153 million from the EIA Fund specifically to cover salary in-

creases for principals, teachers, and special teachers hired for

the basic skills and gifted and talented programs. These funds

would have added $163 per pupil to the Base student Cost if they

were allocated under the EFA formula, without any need for local

matching funds. The extra $163 per pupill was equal to that

needed to pay the full cost of the model based on salaries in FY

88-89.

A large part of the $162 per pupil increase in actual costs over

+he cost of living was caused by improvements in skills and ex-

perience of the education staff in South carolina and the

Southeast. The study estimated the cost of improving teacher

skills at $57 per pupil. This upgrading was generally in line

with skill improvements of education staff in the Southeast and

productivity increases that have taken place in the private sec-

tor of the state. The study estimated +hat another $57 per pupil

of the increase was caused by the upgrading of non-teacher skills

which was not a specific reguirement of the EIA. The balance of
the gap, $48 per pupil, can be attributable O education salaries

in South cCarolina becoming more competitive with other in-

dustries.

The EFA inflation factor, plus the special salary supplements



from the EIA Fund, were ample to bring teacher salaries in South
Carolina up to the scutheastern average teacher salary. The study

found that the average of salaries of all employees in primary

and secondary education, not just teachers, were five percent

higher in Scuth Carblina than in the Southeast, according to data
provided by the states’ Employment and Security Commissions. In
light of this finding, the study concluded that the EFA factor,

plus the special EIA supplements, have been adequate to bring the

average of education salaries in South Carclina up to the average

in the Southeast.

As for changes to the formula, at the minimum the Division recom-
mends revising the EFA factor to exclude fringe benefits and to

base future salary increases on education wages in the Southeast,

as opposed to the current use of compensation of state and local

government employees nationwide. The inflation factor was

designed to cover only cost increases that would be Necessary to
maintain the original model, not those costs incurred to meet the
scutheastern average and to improve the quality and competitive-
ness of the staff in the model. This methodolegy would do that
‘and keep model salaries abreast of any future upgradings of

salaries, excluding fringe benefits, in the Southeast,

This means that the Base Student Cost plus the EIA salary supple-

ment will be enough to maintain the salaries of education

employees in the model at the southeastern average, provided that



the EIA salary supplements match the revised EFA inflation fac-

tor. Because the gap between the EFA factor of $1,419 and the

model cost of $1,581 based on FY 88-89 salaries was the result of

skill and competitive improvements, and not inflation, the DRSS

dees not recommend including the EIA special salary supplements

in the inflation factor. Also, because of the limited experience

that the Division has had with salary data from the states’

Employment Security commissions and the possibility of dif-

ferences in the types of education jobs, the DRSS does not recom-

mend any adjustments to the inflation factor because the average

of all education wages 1in Ssouth Carolina exceeded the

southeastern average for all education workers.

Nonotheless, the Committee may wish to consider some adjustment

+o the EFA factor to pay for the increase in teacher skills

needed to match increases in the Ssoutheast. Although the DRSS

does not consider the improvement in teacher skills a factor that

is specifically related to inflation, clearly increasing teacher

skills to keep up with productivity increases in the private sec-

+or of the state is one of the objeétives of education funding.

A one-time increase in the Base student Cost of $57 per pupil

would be needed if the Committee decided that keeping teacher

skills in line with productivity increases in the Southeast and

private sector of the state is an appropriate goal of the EFA fac—

tor. Future inflationary adjustments would be based on the ad-

justed figure. Another $57 per pupil would be needed to cover

t



increases in non-teacher skills, if the Committee decided that
the upgrade of non-teachers should also be paid under the EFA for-
nula. Another $48 per pupil would be needed if the Committee

decided that all of the increase in salaries should be palid under

the EFA formula.
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PURPCSE oOF STURY

On January 23, 1950, the Division of Research and Statistics

(DRSS) reported to tha Special Committee to Study Formula Funding

its findings from a raview of the Education Finance act inflation

factor. The review indicated that DRSS had underforecasted the

EFA factor, but this SELOr was offset by

study of the adequacy of the inflation factor for maintaining the

EFA program and nake recommendations for improvement, if ap-

Propriate. One of the leading concerns of the Commi

appropriateness of the factor to reflect new trends in education

costs, particularly in +he Southeast, that have developed since

the implementatign of the EFA formula. The Stite Department of
Education askeq why the inflation factor was not enough to match

salaries in the Southeast when the original model was based on

southeastern education salaries,

EFA INFLATION FACTOR METHODOLCGY

Of welghted pupil units and the Base

Student cost (BSC) per pupil. The State provides 70 percent of

the funds and the districts the other 30 percent. Fach district’sg

share depends on jits bercentage of assessed Preoperty value in the



state, causing the richer districts to fund more per pupil than

the poorer districts. The General Assembly set the BSC the first
two years and directed DRSS to project an inflation factor begin-

ning in FY 78-79 to set subsequent levels. For FY 88-89, the last

year of actual data, the BSC was $1,418 per pupil.

The initial level of Base Student cost was determined by develop-

ing a staffing and support pattern for a model school district

and estimating salaries for each position at amounts equivalent

to theilr averéges in the Southeast. The model was based on &

school district with 7,620 weilghted pupil units and 2,614 stu-

dents in grades 4 through 8. Estimates for non-salary cost such

as materials, supplies, and training were also included in the

model. The model cost was estimated at $665 per pupil for school

vear 1975-1976. A iisting of the components and the cost per

pupil for each component is shown below.

Tn developing the inflation methodology, the DRSS needed to chose

a standard to serve as a guide for inflationary adjustments to

the model costs. mThe Division chose the compensation deflator

for state and local government emplcyees nationwide as a proxy

for the salary portion of the model, because it would provide

enough funding for the local districts to compete for skilled

staff in a broad labor market. The Division chose the deflator

for purchases of goods by state and local govermments to repre-

cent the non-salary portion of +he model in order to keep in-



tricts in line with those same costs for other local government

entities,

would be encugh for the school districts to buy the same

training,

model in 1975-197¢.

cent and the purchases portion 12

By using these broxies,

it was b

percent.

provided by the Department of Education,

revised to 87 and 13,

respectively, in 19s9g.

O‘.kDLO-’v‘I-J-‘-»bLDJl

elieved that funding

staff,

naintenance ang overhead that was specified in the EFA

The compensation portion accounted for 88 per-

On the basig of data

the percentages werea

O
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Table 1. Base Student Cost Modei: 18975-137s8
S5.E. Average
Category Salary Number

Principal $16,995 4
Asst. Principal 14,283 3
Secretary 6,117 4
Clerk 6,454 4.
Librarians 12,807 4
Librarian Aids 6,117 3.
Guidance Councilors 11,172 3.
Teachers 1C,4869 100.
Program Materials

Program Training

Superintendent 25,626 1
Asst. Superintendent 21,757 1
Finance Officer 19,197 1
Director 16,861 2.
Consultants 13,032 8.
Adm. Secretary 6,117 9.
Adm. Supplies and Travel

Overhead

Total 10,680 151
Source: Model staffing and total costs
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EFA INFLATION FACTOR COMPARED TO COST CF LIVING

The earlier study by the o0ffice of Economic Research noted that

the compensation factor inciuded fringe benefits, which had risen

dramatically since the base year. put fringe benefits were always

funded separately from the EFA factor. As a result, the inclusion

of fringe benefits in the factor resulted in an upward bias. On

+he other hand, the 0ffice alsc noted that the compensation fac-

+or had been underforecasted, which caused a downward bias in the

factor. From the results of that study, it was difficult to con-

ciude with certainty whether or not the factor was enough to

cover inflation.

as a basic test of the adequacy of the EFA inflation factor, in

this study the DRSS compared the salary portion of the EFA factor

to the most commonly used measure Oof infilation, the Consumar

Price Index. The analysis showed that salaries in the EFA factor

lagged the cost of living during the late 1970’s and early

1980’s, when the Tranian oil crisis caused an extracrdinary rise
!

in inflation, but caught up with the CPI in 1987-1988. In FY 88-

rh

89, the salary portion of the EFA factor fell to 99.5 percent ©

+he model salary adjusted for the cost of living.

As the table below shows, in FY 87-88 the EFA salary stood at an

to

estimated $22,375, which was slightly above the $22,373 needed

match the ¢pPI. In FY 88-83, the EFA salaxy WwWas $23,260, which Was

11



slightly less than the $23,367 needed to match the CPI. This

means that funding under the EFA in the two most recent years,

for all practical PUrposes, was enough to give teachers, prin-

cipals, Superintendents, and others in the foundation progran

salary increases sufficient +o offset rises in the cost of living

since 1%75-1576.

Table 2. EFA Model Salaries Compared to Cost of Living

Salary Portion CPI EFA Salary
of EFA Adjusteqd as %

Year Factor Salary CPI Adj sal.
75-76 $10,680 $10,680 100.0
76-77 11,326 11,336 99.9
77-78 12,008 12,137 98.9
78-79 12,673 13,295 95.3
79-80 13,539 14,954 90.5
80-81 14,590 16,719 87.3
81-82 15,771 18,080 87.2
82-83 16,952 18,919 88.6
83-84 17,829 19,633 81.3
84-385 18,5881 20,405 83.0
85-86 20,143 20,855 96. 1
86-87 21,249 21,534 98.6
87-88 22,375 22,373 100.0
88-89 23,260 23,367 95.5
89-9¢ 24,459

Source: DRSS. CPI adjusted equals the same increases as in the
CPI. The salary porticn of the actual EFA factor estimated using
only the salary Component of the factor, and allocating the

forecast error precportionately.

EFA INFLATION FACTOR COMPARED TC U.S. EDUCATION WAGES

Even though the EFA factor was enough to match the cost of living

amount, for all practical purposes, it does not mean that it was

enough to buy the services included in the original model, be-

12



cause service costs in general might have risen more than the

cost of living. To test whether or not the EFA factor was encugh

to keep funding up with cost increases generally in educatiocn,

£he DRSS compared the salary portion of +he EFA factor *to in-

creases in educatlion wages for the nation as a whole. As shown in

rhe following table, the average model salary that the EFA factor

actually suppoerted rose from 92.0 percent of the U.S. average

wage in education in FY 1975~1976 ro 95.0 percent in 1987-1988,

+he latest year for informaticon on U.S. education wages. This

result indicates that the salary portion of the Era factor rose

more than national education wages and brought it closer to na-

tional average salaries in education than it was in

Table 3. EFA Factor compared to U.S. Education Wages

Year

7576 10,680 11,610 2.0
76~77 11,326 12,388 91.4
77~78 12,008 13,065 91.9
78-79 12,673 13,849 91.5
79-80 13,5389 14,872 91.0
g80—-81 14,520 16,022 gl.1
g81—-82 15,771 17,334 91.0
82-83 16,952 18,585 91.2
83-84 17,929 19,604 9l.4
84~85 18,9581 20,572 92.3
85-86 20,143 21,522 93.6
86-87 21,249 22,506 94.4
87-88 22,375 23,558 5.0
88-89 23,260

89-390 24,459

U.S. Dept of
del salary funded

Source: U.S. Education wages from
Commerce. EFA salary is average o
by the EFA inflation factor.
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EFA FACTOR COMPARED TC SOUTH CAROLTINA WAGES

The DRSS also compared the EFA factor to wage increases for all
employees in Scuth Carolina to assess whether or not school dis-
tricts would be able to compete just as well as in FY 1975-1576

in the overall labor market in the state. ag the following table

4 denonstrates, the EFaA factor has been escalated less than the

increase in the average of wages in the state, In FY 1975-197s,

the ncdel salary was 135.4 percent of the average salary of all

workers in the state. The percentage fell steadily unti] FY 1980~

1981 and has since recovered to 129.5 percent, which was less

than in FY 75-76. This means that staffing in the basic model was

not funded enough to be able to keep wages of the stafif in the

model rising as much as wages for all employees in the state.

Table 4. EFA Factor Compared to Scuth Carolina Wages

EFA Salaxy 5.C. Average Wage SC/ErA

Year
75-76 10,680 7,887 135.4
76-77 11,3286 8,543 132.86
77-78 12,008 9,235 130C.0
78-79 12,672 10,035 l126.3
79-80 13,539 10,958 123.86
£0-81 14,590 12,006 i121.58
£§1-82 15,771 12,948 121.8
£2-83 16,952 13,749 123.3
§3~84 17,3829 14,492 123.7
84-85 18,981 15,138 125.4
85~-8¢6 20,143 15,793 127.5
8&6~-87 21,249 16,458 129.1
87-88 22,375 17,153 130.4
83-89 23,260 17,955 129.5
839-50 24,459

L4



UPGRADE OF TEACHER SKILLS AND EXPERIENCE

The EFA inflation factor was designed to keep funding apace with

increases in the prices of cervices and goods in the model and to.

cover only increases in skill and experience equivalent to those

of state and local government employees nationwide. It was not

designed to provide funding for dramatic increases in skills and

experience. The problem with this methodology is that since 1975-

1976, the school districts have improved the average skill and

experience of the professional staff in the state considerably

more than the improvement of the skills and experience of govern~

ment employees nationwide.

rfo demonstrate, the number of professional staff that had

Master’s degrees rose Ifrom & 1ittle more than 10,000 in 1975-1976

to over 18,000 in 1987-1988. Those with Ph. D.’s rose from less

+han 600 to more than 3,500 over the same pericd. Meanwhile,

those with only Bachelox’s degrees declined from from over 21,000

+o less than 20,000. The number of professional staff with each

xind of degree 1ls shown in Table 5.

on a relative basis, the percentage of those with advanced de-

grees rose from approximately one-third of the total professional

staff in 1975-1976 to over cne-nalf of the professional staff.

The following table shows t+he percentage of the professional

staff with each kind of degree in the model Yyear 157576 compared

15



Table 5. Degrees for Professional Starff

Scheool Bachelor’s Master’s ph.Dp. Non Total
Year Degree Degree Degree Degree sStarfrs
75-76 21,460 lo,27s 582 576 32,894
76-77 20,331 11,438 716 542 33,025
77~78 20,475 12,679 976 505 34,635
78-79 20,045 13,616 1,107 415 35,183
79-80 20,522 14,812 1,353 1,039 37,726
80-81 20,439 15,365 1,623 1,014 38,441
81-82 19,898 15,771 1,834 1,017 38,520
82-83 19,255 16,187 2,020 1,006 38,468
83-84 18,768 16,5368 2,244 1,028 38,576
84-~85 19,688 17,181 2,519 1,020 40,408
85-86 19,976 17,541 2,871 1,008 41,394
86-87 19,781 17,964 3,184 5489 41,878
87-88 19,485 18,142 23,604 586 42,217

to the percentages in 1987-1988, the last year su

available. As Table & indicates, there has been a dramatic shift

to more advanced degreeé.

Table 6. Percent of Professional Staff wWith Various Degrees
1875~1976 Compared to 1987-1988

Bachelor’s Master’s Ph. D. Non

Degree Degree Degree Degree
75-76 65.2 31.2 1.8 1.3
87-88 46.2 43.0 8.5 2.3

The experience of the teaching staff was also upgraded from an

average of 10.8 years in 1975-1976 to 12.3 years in 1988-1989, a

14 percent increase. Table 7 indicates the average level_of ex-

perience in each year since the mocdel year for the teaching

16



staff. Data on experience for the full professional staff were

not available back to the model year.

Table 7. Average Years of Teacher Experience
1975-31976 to 1988-1983

Year Years Experience
75-76 10.8
76~77 10.7
77-78 10.7
78-79 10.7
75-80 10.7
§0-81 10.8
81-82 11.0
82-83 11.2
83-84 11.5
84-85 11.4
g§5-235 11.5
86-87 11.56
87-88 11.8
28-89 12.3

Source: Rankings, SC Dept. of Ed.

As the above tables illustrate, both the 1aevel of skills and ex~

perience of the professional staff and teachers have been in-

creased dramatically since the model Yyear, 1675-1976. Since

school districts pay higher salaries to +heir teachers and other

prcfessional staff with advanced degrees and Rore experience,

employee salary costs have risen similarly.

Although the upgrading of staff skills and experience wWas substan-

t£ial in South Carolina, it appears from avaiiable data that the

trend in this state matched a similar trend in the southeastern

states. The DRSS surveyed the southeastern states to gather data

17



on the number cof classroom teachers with advancad degrees. Half
of the states had data back to 1975-1976 and all but two in 1987
1988. As shown in the table below, the rercentages of teachers
with advanced degrees in 1975-1976 ranged from a low of 25 per-

cent in North Carolina and Mississippi to a high ¢f 36 percent in
Georgia, of the states that had data. Scuth carolina fell in bhe-
tween at 27 percent. In 1987-1988, the percentages of teachers
with advanced degrees had increased significantly, ranging from a
high in Kentucky of 77 percent to a low of 32 percent for North
Carclina. South Carclina fell in the middle range at 48 percent.
Even though the data are incomplete and sketchy, it does appear

that the upgrading of skills has generally been substantial

throughout all the southeastern states.

Table 8. Percentages of Teachers With Advance Degrees in

Southeast
State 1875-1976 1987-1588

Alabama n/a 55
Arkansas n/a n/a
Florida n/a 41
Georgia 36 52
Kentucky 35 77
Lcuisiana n/a 44
Mississippil 25 42
North Carolina 25 32
South Carclina 27 48
Tennessee n/a n/a
Virginia n/a 40

30 50

West Virginia

Scurce: DRSS survey of southeastern states. Datg on all
professional staff, as shown in table 5, were not available in

most states.
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NON-SALARY COMPONENT OF EFA

although the overwhelming portion of the EFA factor depends on

salaries, there is a component for non-salary increases, equal to

13 percent of the overall factor. The ncn-salary portion of the

EFA factor appears to have been amply funded, although it is dif-

ficult to evaluate this part because of the diverse nature of the

goods purchased. To evaluate inflatien in the costs of the non-

salary portion of the base model, the DRSS compared the purchased

goods proxy to the component of the CPI that covers non-durable

commodities purchased by consumers. As the table bhelow shows, the

CPI component rose only slightly more than the EFA DroXy., which

would indicate that the non-salary portion of the EFA was funded

just about as much as inflation in similar types of goods.

Table 9. Non-salary Components of EFA Inflation Factor

. BEFA CPI
Year Non-Salary Commodity

(dollars per pupil)
75-76 g6 86
76-77 91 20
77-78 96 95
78-7% 104 104
79-80 113 121
80~-81 122 137
8§1-82 131 145
82~-83 138 147
83-84 145 150
84-85 152 153
85-86 149 150
86-87 151 149
87-88 154 154
8§8-89 158 161

Source: DRSS. Non-durable commodity
index from Bureau of Labor Statistics.
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The table shows the dollars per pupil of the non-salary portion
of the EFA factor compared to *the dollars per pupil cost if

prices of the commodities in the EFA factor had risen the same

amount as commodities in the CPI. In FY 88-89, the EFA factor was

only $3 per pupil less than the CpPI component.

COST OF MODEL BASED ON AVERAGE FY 88-89 SATLARTES

To estimate the Base Student Cost that would be required to pur-

chase the mcdel at FY 88-89 actual salary levels, the DRSS con-

piled estimates of salaries for each of the positieons in the

model. The average salary of classroom teachers reported by the
State Department of Education was $25,239 for FY 88-89. This

amount was used for teachers in the model. Salaries of principals

and superintendents were estimated from the Annual Salary Study,

Suverintendents and Principals 1988-1985, SC Department of Educa-

tion. Salaries of guidance cocunselors, librarians, consultants,

finance officers, and directors were estimated from special
studies published by the South Carolina Department of Education.
Salariés for secretaries, clerks, and librarian aids were based
on their levels in state government and were provided by the
State Department of Human Resource Management. The model costs
based on FY 88-89 salaries and cther costs are shown in the fol-

lowing table. As shown, the Base Student Cost required to buy the

Same model in FY 88-89 would be an estimated $1,581 per pupil.

20



Table 10. Base Student Costs Based on FY 88-89 Salaries

FY 88-89 § Cost per

Category - Salary Number Pupil
Principal $43,082 1/ 4.4 72.52
Asst. Principal 35,467 1/ 3.9 52.92
Secretary 14,644 2/ 4.4 24.652
Clerk 13,017 2/ 4.4 231.51
Librarians 27,835 3/ 4.4 46.85
Librarian Aids 13,017 2/ 3.9 19.42
Guidance Counselors 30,097 3/ 3.9 44.90
Teachers 25,239 4/ 100.6 971.32
Program Materials , 5/ 15.33
Program Training 5/ 1.01
Superintendent 60,311 1/ 1.0 7.91
Asst. Superintendent 52,023 1/ 1.0 6£.83
Finance Officer 36,872 3/ 1.0 4.84
Direcitor 44,010 &/ 2.0 11.55
Consultants 36,098 3/ 8.0 37.20
Adm Secretary 14,644 4/ 5.0 17.30
Adm Supplies & Travel 18.65
Overhead 205.57
Total 1,581.39

Source: 1. 8C Department of Fducation, Annual Salary study, Super-
intendents and Principals 1988-1983. 2. State Department of Human
Resources for comparable position. 3. SC Department of Education,
Supplemental Salary Study, selected School, District, and Countv
Personnel 1988-1989. 4. S5C Department of Education, Office of
Research. 5. Estimated based on Consumer Price Index. 6. Same
source as No. 3 but for Director of Instruction and Director of

Personnel only.

Taple 11. Cost of Education Improvements

Tn order to measure the costs of the improvement in skills, ex-

perience and the competitive status of educatiocn, the DRSS com-~

ries at ap-

pared today’s actual average salaries to model sala

proximately the same skill and experience level as in 1975-1976.

For example, the average salary of classroon teachers was s~

timated for a mix of teachers with degrees and experience levels



the same as in FY 75-76. TFor teachers, the improvement in skill

levels added an estimated $1,329 per teacher to the average
salary and the increase in years experience added an estimated

$773 per teacher. Estimates for improvements for other positions

in the model are shown in the following takble,

Table 12. Costs of Improvements in Skills and Experience
(Cost Per Employee)

Position Advanced Degrees Experience
Principal $2,269 $1,373
Asst. Principal 1,868 1,373
Librarians 1,466 515
Guidance Counselors 1,585 1,373
Teachers 1,329 773
Superintendent 3,178 1,373
Asst. Superintendent 2,738 1,373
Finance Officer 1,942 515
Directors 2,317 1,373
Cansultants 1,901 1,373

Source: EHstimated by Office of Economic Research from salary
schedules published by State Department of Education.

The increase in teacher skills and experience costs an estimated

average of $57 per pupil. Another estimated $57 per pupll was
added to upgrade the non-teaching professional staff in educa-

ticn, bringing the estimated incremsntal amount .to upgrade all

the staff to $104 per pupil.

The balance of the $162 per pupil gap between the EFA factor and
the FY 88-89 model cost based on actual salaries, amocunting to

$48 per pupil, served to enhance the competitive status of educa-

tion relative to other professions.
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Table 13. Costs of Education Improvements
(per pupil cost)

Incremental Total

Cost Cost

Prcijected EFA Tnflation Factor 1,419

Improved Teacher Skills & Experience 57 1,476

Upgrade Other Professional Staff 57 1,533

Improved Competitive Status 48 1,581
skills and

Source: DRSS estimates based cn average salaries,
experience from SC Dept. Of Educaticn.

SQUTHEAST AND SOUTH CARQOLINA EDUCATION WAGES

As a general test of education funding overall in the state, DRSS

compared wage lncreases in primary and secondary schools in

South Caroiina to those in the Southeast, as reported by the

school districts to the Employment Security Commissions of the

state’s. Over the period 1984 through 1988, which were the only

years that corparable data were available, the average of educa-

+ion wages in South carolina rose more than the average in the

Scutheast. In 1984, the averade in South carolina was 98 percent

of the Southeast and ranked elght among the twelve states, and in

1988 it was 105 percent that of the Southeast and ranked third.

Clearly, over that five year peried, actual funding by the dis-

tricts for Wwages of all employess working in primary and secon-

dary education was quite favorable compared tTo +hat in the

Southeast.
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Table 14. Average Wages in Primary and Secondary Educaticn

Year South Caroclina Southeast % of 8.E.
1984 14,35¢% 14,707 98
1985 15,703 15,955 98
1988 17,351 16,9235 102
1887 18,480 17,769 104
1583 19,479 18,587 105

Source: Employment and wages from Employment Security Commis-
sions of the scutheastern states as reported for the Workers’ cConm-
pensation Program. The average salary computed by DRSS. Includes

part-time employees.

The DRSS was not able to determine if there were differences in

the make-up of the education workforce in the Southeast from that

in South Carolina. There might have been a shift to lower paying

jobs in the Southeast. In Florida, for example, there has been

an enormous amount of hiring of new teachers at the entry level,

which would tend to keep the average down.

PROPOSED MODIFICATION TO SALARY PORTION OF EFA

Using wages of employees in primary and seccndary education in

the Scutheast as a proxy for wages in the model instead of compen-

sation for state and lccal government employees nationwide would

probably be an improvement. This approach would assure that the

EFA model was funded in the future to kXeep up with education

wages in the Southeast. T+ would preserve the same competitive

posture of the model staff in future years in the Southeast as

exists today. It would also eliminate the error caused by the in-

clusion of fringe benefits in the compensation proxy.
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Using southeastern education wages is feasible. The Division has

surveyed the southeastern states and found that data on wages and

employment in primary and seccondary schools are available from

+he state Employment and Security Commissions. These are reported

guarterly with an approximate nine month lag, which is a little

less than the lag in the current compensation deflator.

Thn making the projection of the factor, the Division would be

able to incorporate the knowledge obtained from its survey of

average salaries of classroom teachers, although the EFA factor

covers all workers, and not just those in the classroom. Actual

increases in the southeastern average Wage in educgation are shown

in the following table:

Historical Changes in Southeastern Education Wages

Table 15.
Year % Change
1$85 6.5
1686 6.1
1987 4.9
1988 4.6

Source: Wages from Employment Security
commissions in the Southeast.

SELF-CORRECTION FOR FORECAST ERROR

Any forecast will be subject to some error. AS DRSS pointed out

in its 1988 study, the compensation factor was underforecasted

for several vears. The current method of forecasting the change
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in the factor each year independently of other vears has tendad

to compound errors. In the case of the SOutheastern average

teacher salary, the average 1is estimated each Year based on

latest available data, which results in a correction for errors

made in previous Years. In any one year there could be an error,

but for longer pericds of time the salary portion of the factor

would be kept even with wages in the Southeast. The resul+: would

be that the districts would be funded enough to keep the model

staff in line with their peers in the Southeast.

Because there may be differences in staffing patterns in the

Southeast from those in South Carolina that might justify a

higher average wage, the DRSS does not pelieve that the informa-

tlon warrants a downward adjustment in the EFA factor to account

for the higher education wages 1in South Carolina. The Proposed

revision would maintain average wages in South Carolina at five

percent above the average in the Southeast,.

USE OF ERUCATION IMPROVEMENT ACT FUNDS

According to the results of this study, the most recent level of

the Base Student Cost was encugh to keep up with the cost of

living and educaticn vages nationwide. It was not enough to keep

up with wages in the private sector of the state, which have
resulted in part from bPreductivity improvements in many of the

state’s industries, Although skills and experience of the educa-
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tion staff in the state have been upgraded considerably from

those in the base model, it dces not appear that those improve-

ments were any more than for teachers in the Southeast and for

emplovees in the private sector of the stata. To match wage 1in-

+he Base Student

creases in the private sector for just teachers,

cost would have to be increased $57 per pupil, for a total State

outlay of $30 million. To bring the other professional staff in

line with private wage increases, the Base student Cost would

have to be increased another $57 per pupil, costing the State

ancther $30 millicn.

in practice, the school districts have increased wages Tmore than

wacge increases in the private sector, wnich has enhanced the con-
!

petitive positien of education relative to other professions in

the state. It would requiré another S48 per pupil or $25 million

of state funds for the EFA to cover +he enhanced competitiveness

of education in the state.

Although the EIA fund was not intended to be used for basic educa-

tion programs, the State has provided more than enough funds to

Education Improvement Act fund for

+he local districts from the

salary supplements to cover all of the salary increases in ex-

cess of the amounts provided by the EFA factor. The EIA did re-

quire that average teacher salaries in South Carolina match the

southeastern average and in FY 88-83, +he State allocated $93 mil-

l1ion from the EIA fund for teacher salaries, which amounted to
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$2,460 per teacher when spread over the 37,962 of eligible staff.

Even though there was no reguirement +o match principal salaries

in the Southeast, the State allocated approximately two millien

dollars for principal salaries, which when spread over the es-

timated 1,300 principals amounted +to approximately $1,500 per

The State also allocated roughly $75 million for
of which

principal.
gifted and talented programs and basic skills programs,

roughly $60 million was used for salaries. AaAll together, the

State allccated approximately $155 million of EIA funds for staff

salaries.

These extra increases were not fundad under the EFA sharing for-

mula, which provides a greater than properticnate share of the

funds to the poorer districts. But because the State funded the

full amount of the increase and did not require matching funds

from the local districts, and because most of the funds were

specifically earmarked for salary increases, it does not appear

nhecessary that the EFA sharing formula be used for these funds.
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